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MESSAGE FROM THE CHAIR 


ee 
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REGULATORY TRIBUNALS MustT-ADAPT 


TO CHANGING ECONOMIC CONDITIONS 


. HE ONTARIO ENERGY BOARD IS PROUD TO TAKE AN ACTIVE ROLE IN 


THE NATURAL-GAS AND. ELECTRICITY SECTORS. THESE SECTORS 


OF OUR ECONOMY PROVIDE AN ESSENTIAL SERVICE TO THOUSANDS OF 


BUSINESSES AND MILLIONS OF HOMES SAFELY, RELIABLY, AND AT LEAST. 


COST, WITH DUE CONSIDERATION TO ENVIRONMENTAL CONCERNS. 


While endeayouring to ensure 
that rates‘are fair, that supply is secure, 
and that the public interest is upheld, 
the-OEB must be sensitive and aware 
that our actions could have distorting 
and counterproductive effects if we are 
not careful. 

In an era of budget constraints 
and rapidly changing market condi- 


tions, regulators, as well as utilities 


and their customers, must promote 


innovation and seek proactive and 
collaborative solutions to industry 
problems, if natural gas and electrici- 
ty are to continue to be available to 
consumers at fair prices. To be effec- 
tive:and efficient, regulatory tribunals 
must be willing to adjust to changing 
circumstances. 

» As part of our continuing search 
for improvement, the Board has 
undertaken several initiatives includ- 
ing alternative dispute resolution, a 
two-year test period, a review of our 


legislation and joint or generic hear- 


ings. We have implemented new — 


policies and. procedures for inter-~* 
venor cost awards, reducing the time 


it takes. to process cost applications. 


We are also revamping our system for 
monitoring the financial performance 
of gas utilities, and we are modifying 
the accounting system used by utili- 


ties to report financial information. 


The underlying objective of all. of : 


these initiatives is to improve the reg- 
ulatory process and procedure at the 
OEB. To the extent we are successful, 


regulatory costs should be reduced 


and the quality of our regulation 


should be enhanced. 

Details of the Board’s more note- 
worthy accomplishments this year, 
and summaries of significant deci- 
sions and reports, are highlighted in 
this annual report. These details are 
evidence of the hard work and team- 
work shown by the many talented 
and experienced Board members and 


staff. It is through the efforts of these 


dedicated professionals that the Board _ 


has accomplished so much this year. 


hee 


In the interests of efficiency, the 
Board is encouraging the continued 


use of the two-year test period and 


“settlement conferences, both of 


ra 


re: 


*-“terésulting in the resolution of out-** | 


Pe 


his 


which were introduced last year. A 
two-year test period allows us to set 
rates for two years in one proceeding 
in order to save hearing resources. 
Settlement conferences foster the 


sharing of ideas.and concerns, often 


, standing issues before a formal hear- 


ing begins. A cooperative approach 
improves the decision-making 
process both in and out of the hear- 
ing room, since all parties are given 


the opportunity to participate more 


fully and informally. Although. the 


immediate benefits of using settle- 
ments are not conclusive, the process 
has been well received by the indus- 
try, and we look forward to achieving 
the long-term benefits that can result 
from-using a more cooperative 
approach. 

Regulatory efficiency can also be 
improved through the use of joint or 


generic hearings. These hearings are 


used:when the issues under review 


must be resolved expeditiously, when 
the decisions on the issues could 


have broad policy and regulatory 


“impacts, and when cost efficiencies 


are possible by hearing common 
7 . 
issues in one proceeding. 


Effective regulation in the 1990s 


involves concern for the natural envi-’ 


ronment we all share. Last year the 
Board recognized the connections 
between energy, the environment and 
the economy by initiating a multiple- 
step:process referred to as the gas.inte- 
grated resource planning (IRP) 
proceeding. IRP is a method of plan- 
ning for gas utilities in which the 
expected demand for gas is met by the 
least costly mix of supply-side and 
demand-side options. This year we 
concentrated our efforts on the 
demand-side-management (DSM) 


aspects of IRP through’a generic hear- 


ing. This phase of the proceeding has | 


resulted in formalized guidelines for 
the implementation of a utility-specif- 
ic DSM plan that will appropriately 
balance environmental and economic 
“considerations. * We recommended 
that the natural gas utilities form a 
joint collaborative with diverse stake- 
holders to identify and recommend 
methods of including the costs and 
benefits of social and environmental 
factors in the rates charged to natural 


gas customers. 


i 


INNOVATIONS 

a Alternative Dispute Resolution 
mw Two-Year Test Period: » 

g Joint or Generic Hearings 


ENVVIROMENTAL ISSUES 


m Gas Integrated Resource Planning 
a Electrical Energy Management 
& Pipeline Construction Guidelines 


| 


As part of the review of pro- 


posed increases in Ontario Hydro’s . 


1993 bulk power rates, we took note, 


of Ontario Hydro’s demand-side | 


activities. Our report to the Ministry 


emphasized that demand-side mea- 


sures must be subjected to the same 


rigorous scrutiny as supply-side 
measurés. We also recommended 
that Hydro.arrange a series of work- 
shops with stakeholders to further 
review and develop its energy man- 
agement programs and that it make 
additional efforts to evaluate and 
monitor these programs to ensure 
that program dollars are well spent. 

Rounding out our initiatives 
designed to improve otir effective- 
ness in responding to environmental 
concerns, we are revising Our envi- 
ronmental guidelines for locating, 
constructing and operating pipelines 
in Ontario. We are working on 
changes to cover additional activi- 
ties, to respond to urban planning 
needs and to enhance public partici- 
pation. 

Achieving more effective regula- 
tion requires greater public involve- 
ment and open lines of communication 
with the varied groups having an inter- 


est in our hearings. To strengthen our 


communications effort, we havé 


a 
od 


developed a Regulatory Agenda 


newsletter to keep interested parties 


vi 
Ser 
PEE 


informed of our activities, and we ~ 


_...havé also introduced the use of exec- 


decisions for the convenience of 


readers: Public involvement is 


enhanced through the Intervenor, 
Funding Project Act (IFPA), extended 
by the government until 1996. The 


[FPA will continue to assist qualified 


interested parties who would other- 


wise not be able to finance their own 


participation in regulatory activities. 


With quality-of-service,improve- 


ments in mind, we have also initiated ~ 


~ utive summaries as part of our rate™ 


a review of the existing legislation 


and regulations that govern our 


operations. The main purpose of 


reviewing the legislation is to provide — 


the government, with recommenda- 


tions that reflect changes in the mar- 
ketplace, such as the deregulation of 
gas prices and the introduction of 
direct purchase options, which could 
not have been contemplated when 
the legislation was enacted. In addi- 
tion, our Draft Rules of Practice and 
Procedure, which were.amended as 
of January 1, 1993 to reflect the 


Board’s new cost-award process, are 


also being reviewed as part of our 


focus on quality improvement. 


+ 


po] is both up to date with impor- 


Maintaining our involvement 


with the administrative justice com-_ 


munity is necessary to ensure that the 
tant events, and not out of step with 
other jurisdictions. As part of my 
contribution to the Board’s outreach 
efforts, I am currently serving as 
Secretary of the agency Chairs’ 


Section of the Society of Ontario 


~~ Adjudicators and Regulators, and act- “* 


ing as co-chair of the 1993 confer- 


ence of the Canadian Council of: 


Administrative Tribunals. Ihave also 
been involved with the Canadian 
Association of Members of Public 
Utility Tribunals, by chairing its 
Energy Committee and sitting on its 
Executive Committee. 

While: the: OEB> has -been 
attempting to boost efficiency and 
effectiveness, the government as a 
whole has been moving in the same 
direction. The fotriation of the 
Ministry of Environment and Energy 
in February 1993 combines two areas 
with increasingly strong links. Also, 
the Management Board of Cabinet 


has undertaken a review of Ontario’ 


system of agencies, boards:and com- 


missions designed to streamline oper- 


ations. The OEB actively participated: 


on the task forces, which produced 


a 


certain directions that were approved 
in principle by the Cabinet. : 
Looking at the future, one of-my 
main priorities is to work together 
with our stakeholders to improve the 
quality of the services our Board pro- 


vides. We will be actively soliciting 


input to ensure that the needs of all 


our stakeholders are considered. 


Given current market conditions and 


- eur-expectations of where deregula- 


tion and other key issues will take us 
next, we must consider our mandate 
within the context of emerging 
trends and determine the future 
direction that our Board must take to 
best serve our customers. Only 
when we take this long-term 
approach can we ensure that our 
efforts will be in the best*interests of 
the public and the gas industry. 

By continuing to strive to 
improve the efficiency and effective- 
‘ness of our operations, the Board will 
be able to continue to meet the 


needs of those who rely upon us. 


C 


Marie C. Rounding 
Chair 


ni 


MEMBERS AS OF MARCH 31, 1993 


BOARD MEMBERSHIP 


CHAIR: 


Maric C. ROUNDING 


Marie Rounding, a lawyer and former 
teacher, was appointed OEB Chair effective 
January 1, 1992. She had served as a mem- 
ber of the Ontario Energy Board from 1984 
to 1987. Other previous positions include: 
legal counsel to the Ontario Ministry of 


Energy; Director—Legal Services, Ministry of 


Financial Institutions; and Director of the 
Crown Law Office — Civil Law, Ministry of 
the Attorney General. Ms. Rounding is also 
Chair of Doctors Hospital in Toronto. 


VICE-CHAIR: 


ORVILLE J. CooK 


Chartered accountant Orville Cook was in 
public practice before coming to work for 
the Board in 1961. He has served the 
Board in a number of senior staff positions, 
including Manager- Financial Analysis, 
Director of Operations and Energy Returns 
Officer. Mr. Cook became a member of the 
Board in January 1985 and served as 
Acting Chair during the second half of 
1991. He was named Vice-Chair effective 
in November 1991. 


MEMBERS: 


CarR-L A. WoL F JR. 


Carl Wolf joined the Board 
in September 1986 after a 
varied 29-year career with 
Union Carbide, where he 
administered the company’s 
energy affairs. Prior to his 
appointment, he was also 
—— wee = Vice-Chairman of the 

aad Gas Users yeas and a member of a 
number of industry associations and government ener- 


gy-policy groups. 


* RICHARD R. PERDUE 


A lawyer, Richard Perdue 
was named a part-time 
member of the Board in 
February 1990. He for- 
merly served as a full-time 
_ Board member from 1981 
| to 1986. 


Cc. WILLIAM W. DARLING 


William Darling was 
appointed to the Board 
in February 1990 fol- 
lowing an extended 
career with C-L-L Inc., a 
major consumer of ener- 
gy in heating, process 

ee 0 and feedstock applica- 
tions. Hie an ae years at C-I-L were spent in 
purchasing and policy-development positions 
related to energy and feedstocks. He holds a 
master of science degree in chemical engineering 
from Queen’ University. 


PAMELA W. CHAPPLE 


Formerly with the 
Ontario Securities 
Commission, lawyer 
Pamela Chapple joined 
the Ontario Energy 
Board in July 1990. 
She has had experience 
, with other boards and 
ae Office of ie ees, 


JUDITH C. ALLAN 

Formerly Manager— Market 
Analysis and Forecasts at 
TransCanada PipeLines, 
Judith Allan became a Board 
member in September 1990. 
She holds a bachelor of mathe- 
matics degree as well as mas- 
ter’ degrees in economics and 
business administration. 


EDWARD J. ROBERTSON 
Before joining the OEB 
in May 1992, Edward 
Robertson was Chairman 
of the Manitoba Public 
Utilities Board. He has 
had extensive private 
experience in the United 
Kingdom. His Canadian 
isle sector Poise EN CEO of the Manitoba 
Telephone System. 


CHERYL L.. COTTLE 


Lawyer Cheryl Cottle was 
formerly a senior legal coun- 
sel with the Ministry of the 
Attorney General, assigned to 
the Automobile Insurance 
Review Project. She served as 
OEB solicitor from 1985 to 
1988 and was appointed a 
Board member in May 1992. 


* JUDITH B. SIMON 


An environmental scien- 
tist, Judith Simon was 
named a part-time 
Board member in May 
1992. She was formerly 
a manager with the 
Ministries of Industry, 
Trade and Technology 
and of Environment, and also has worked as a 
planner for the Ministry of Energy. She is currently 
self-employed as an environmental consultant spe- 
cializing in environmental assessment and environ- 
ment-economy issues. 

* Denotes part-time member. 


INTRODUCTION 


ONTARIO’S ENERGY SYSTEM 


NTARIO RELIES HEAVILY ON NATURAL GAS AS AN ENERGY 
SOURCE AND AS A RAW MATERIAL OR FEEDSTOCK IN THE PRO- 
DUCTION OF CHEMICALS. NATURAL GAS IS THE MAJOR FUEL FOR ALL 
SECTORS OF THE ECONOMY EXCEPT TRANSPORTATION, AND IT IS THE 


PRIMARY FUEL USED TO HEAT SPACE AND WATER IN THE PROVINCE. 


Electricity is also a key energy source. Many of its uses — like electrical equipment and 
computers — are indispensable to modern economies. 

The industrial, residential and commercial/institutional sectors all depend mainly on natur- 
al gas for their energy needs. In fact, Ontario uses more natural gas than any other province, and 
accounts for about 40 per cent of the total Canadian demand for natural gas. 

Natural gas provides approximately 32 per cent of the energy consumed in Ontario, while 
electricity provides about 19 per cent. Oil, coal, wood and natural gas liquids such as propane 
provide the balance of Ontario's energy consumption. 

NATURAL GAS SALE AND DISTRIBUTION 

Ontario obtains some 94 per cent of its natural gas from the Western provinces by way of 
the TransCanada PipeLines and associated systems. In addition, we import about 2 per cent of 
our gas from the United States and produce approximately 3 per cent ourselves. 

Most natural gas in Ontario is distributed by three utilities, each holding franchises to 
transport gas in specific areas of the province. Since the transportation of gas involves a capital- 
intensive network of pipelines and storage facilities, a monopoly arrangement is most efficient. 
It avoids costly duplication of facilities. 

The commodity cost of gas from Western 
Canada accounts for about one third of the typical 
residential sales rate. The balance of the rate cov- 
ers transportation from the West and the distribu- 
tion and operating costs of the utility. 

Since the mid-’80s deregulation has brought a 
number of changes to the market. Wholesale nat- 
ural gas prices are no longer set by the Alberta and 
federal governments. Instead, competition exists 
in the sale of gas: buyers may purchase directly 
from producers or they may continue to purchase 
from distributors. For gas purchased directly, 


transportation arrangements must be negotiated BE ConsuMERS ae E 


@ UNIon Gas 
CENTRA GAS 


with TransCanada PipeLines. 


Small gas users often participate in direct pur- 
chase arrangements as part of a large purchasing 
group. The company organizing the group typical- 
ly negotiates with producers or marketers for gas 


NATURAL GAS FRANCHISE AREAS 


TOTAL NATURAL GAS 
DEMAND 

Billions of Cubic Metres 
Volumes Adjusted for 
Degree-Day Variations 
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© Transportation 
@ Agriculture 
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Residential 
Source: Ontario Natural 
Gas Association. 


supply on behalf of all participants, and makes the necessary transportation arrangements. 
ELECTRIC POWER 

In Ontario a provincially owned corporation, Ontario Hydro, is responsible for most gen- 
eration and transmission of electricity. 

In the vast majority of cities and towns, a municipal utility owns and operates the local 
electrical distribution system. The municipal utility buys power wholesale from Ontario Hydro 
and then sells it to residential and business customers. Ontario Hydro also sells directly to 
some 836,000 rural retail customers and 103 major industrial customers. 


RESIDENTIAL | The wholesale rates that Hydro charges municipalities and large industrial customers are 
ENERGY DEMAND | referred to as bulk power rates. These rates have a strong impact on Ontario’ overall energy 
Petajoules | marketplace. 

Gas & Oil Adjusted for | 

Degree-Day Variations | ONTARIO’S GAS PIPELINE SYSTEM 

500 


400-5 


300 


200 
100 
0 


(Ol OO moo 2908 OOD 
Liquid Petroleum Gas 


m@ Electricity | LEGEND 
; | ecee TransCanada PipeLines 
Light Fuel Oil | Wai: One 


@ Natural Gas | se=* Centra Gas 
| sees Great Lakes 


gee Panhandle Eastern 
Gas Association. | == Empire State 

ese Tennessee Gas 
eae [roquois 


Source: Ontario Natural 


OEB ROLES AND RESPONSIBILITIES 


HE ONTARIO ENERGY BOARD (OEB) REGULATES NATURAL GAS 
UTILITIES AND REVIEWS CHANGES IN ONTARIO HYDRO’S BULK 
POWER RATES. WE ALSO ADVISE THE MINISTER OF ENVIRONMENT 
AND ENERGY, THE MINISTER OF NATURAL RESOURCES AND THE 


LIEUTENANT GOVERNOR IN COUNCIL ON ENERGY MATTERS. 


The Board's primary objective is to guarantee that the public interest is served and protected. 
When setting or recommending rates, the Board must balance the competing interests of con- 
sumers, investors and the environment. 

SETTING NATURAL GAS RATES 

In Ontario, private gas utilities cannot set their own selling prices. They are required by 
legislation to submit their proposed rates to the OEB for review and approval. Rates are estab- 
lished for each utility following a public hearing, which typically lasts three to four weeks. 
Where users purchase gas directly from producers, the OEB controls the rates that utilities may 
charge for transporting the gas in Ontario. 

Gas sales rates vary among classes of customers: residential, commercial, industrial and 
wholesale. In setting rates, the Board first determines an appropriate level of expenses incurred 
by the utility to meet total system requirements. We then determine the costs imposed on the 
system by the varying demands of different classes of customers. 

Residential demand for natural gas as a heating fuel, for example, changes according to the 
weather and the time of day. It costs more on a per-unit basis to provide service to residential 
users than to industrial customers, which use relatively large amounts of gas at a more constant 
level. 

The Board sets rates as low as possible while still providing investors in the utility with the 
opportunity to earn a fair return. Rates should be just and reasonable for both customer and 
shareholder. 

In making its decisions, the Board weighs the utility's past, present and projected expenses 
and asks whether the costs are prudent. It also considers current and forecast economic condi- 
tions and trends, the earnings expectations for the utility operators, and the quality of service the 
utility provides. 

If a utility's financial picture changes significantly between rate hearings, the Board may 
hold an interim hearing to grant rate relief to either the company or its customers. Interim rates 
are subject to revision and are not final until the main rates application has been heard and a 
decision and orders issued. 

The Board regulates the rates charged by four gas utilities in Ontario: The Consumers’ Gas 
Company Ltd. (Consumers Gas), Union Gas Limited (Union), Centra Gas Ontario Inc. (Centra) 
and Natural Resource Gas Limited (NRG). 


Rates should be just and 
reasonable for both 
customer and shareholder. 


APPROVED RATE OF 
RETURN ON COMMON 
EQUITY 

Percentages 


Fiscal Year 

MH Centra Gas (Ending 12-31) 
Consumers Gas (Ending 9-30) 

© Union Gas (Ending 3-31) 
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CONSUMERS GAs is Canada‘ largest natural gas distribution utility serving approx- 
imately 1,117,000 residential, commercial, and industrial customers in south, central and east- 
erm Ontario. British Gas Holdings (Canada) Limited owns approximately 85 per cent of the 
common shares of Consumers Gas. The remaining 15 per cent is publicly owned following an 
offering of common shares to the public during the year. 

UNION is the second-largest gas distributor in the province, serving customers in south- 
western Ontario. It also operates a network of pipeline, storage, and compression facilities for 
customers and other utilities in eastern Ontario, Quebec and the United States. In all, Union 
serves some 657,000 residential, commercial, and industrial customers. Union is owned by 
Westcoast Energy Inc. 

CENTRA reaches approximately 150 communities in northern and eastern Ontario. 
The Centra system is composed of a series of lateral pipelines running off the TransCanada 
PipeLines system, starting at Kenora and extending to Lake Ontario and the St. Lawrence River. 
Centra serves approximately 201,200 customers. It is also owned by Westcoast Energy Inc. 

NRG isa small utility serving some 2,600 customers in the Aylmer area. 

Ontario also has five small gas companies that are exempt from rate regulation under the 
OEB Act and two municipally-owned gas utilities that are not regulated by the Board. 
REVIEWING ONTARIO HYDRO RATES 

In 1974 the OEB’s mandate was extended to include reviews of changes in Ontario Hydro’s 
bulk power rates. Ontario Hydro serves more than 3.71 million customers directly and indi- 
rectly; 86 per cent are residential. 

Hydro’s bulk power rates are set by the utility’s board of directors. However, Ontario 
Hydro is required to submit any proposed change in its rates to the Minister of Environment 
and Energy, who then refers the proposal to the Board, along with full technical information 
and financial data. 

After a public hearing, which usually runs about four weeks, the Board submits its report 
with recommendations to the Minister. Our role is an advisory one and our recommendations 
are not binding on Ontario Hydro. 

REFERENCES AND GENERIC HEARINGS 

The Lieutenant Governor in Council, the Minister of Environment and Energy or the 
Minister of Natural Resources may refer a matter to the Board for a public hearing and report. 
These references normally concern energy-related matters of current interest and generally 
attract widespread public attention. The Board's reports are advisory in nature. The Board may 
also hold generic hearings on its own initiative on matters under its jurisdiction. 

APPROVAL OF PIPELINES 

Utilities intending to construct a natural gas transmission line in Ontario must obtain 
Board approval. The Board assesses whether the construction is in the public interest, consider- 
ing safety, economic feasibility, community benefits, security of supply and environmental 
impact. 

All pipeline construction proposals are reviewed by the Ontario Pipeline Coordination 
Committee (OPCC) chaired by an OEB staff member. The OPCC is an interministerial com- 
mittee on the environmental and safety aspects of pipeline construction, with members from 


the Ministries of Agriculture and Food, Environment and Energy, Consumer and Commercial 
Relations, Natural Resources, Culture, Tourism & Recreation, Municipal Affairs, and 
Transportation. Regional agencies are also represented as required. 

In reviewing applications, the OPCC works to prevent negative long-term environmental 
effects and to minimize the short-term impact during construction. With these objectives in 
mind, each proposal is scrutinized, alternative routes or sites considered, and issues resolved 
before a formal application for leave to construct is filed with the OEB. 

The OEBs environmental guidelines for locating, constructing, and operating pipelines in 
Ontario set out the Board's expectations. Originally drafted in the mid-’80s, these guidelines were 
under revision in 1992-93. The committee responsible for the revisions received input from util- 
ities, government and other interested parties. 

The proposed changes will extend the environmental guidelines to activities not previously 
covered, including the development of storage pools and the construction of compressor, valve 
and metering stations. There will be more emphasis on planning considerations in urban areas, 
since the original guidelines were designed with rural areas in mind. In addition, public partici- 
pation will be expanded through a more structured public input and review procedure to address 
concerns before a location or route is chosen. 

APPROVAL OF FRANCHISE AGREEMENTS 

Each municipality may grant a gas utility the right to provide gas service and use road 
allowances or utility easements within its borders. The specific terms and conditions of the fran- 
chise agreement must be approved by the Board. Many of the existing agreements, in place for 
30 years or more, are expiring. A model franchise agreement was introduced in 1988 as the basis 
for all new and renewed agreements. 

CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 

No person is allowed to construct any works to supply gas without Board approval. The 
approval, in the form of a certificate, is not given unless public convenience and necessity sup- 
port the extension of service. 

APPROVAL OF STORAGE FACILITIES 

The capacity to store gas is vital to the natural gas distribution system in Ontario. The main 
storage sites are depleted geological reservoir formations in southwestern Ontario. Supplies 
stored in these facilities are used to meet fluctuating demand and can be tapped in case of emer- 
gency. 

Gas is normally injected into storage during the summer months when demand is low and 
purchases are less costly, and withdrawn in high-consumption periods during the winter. 
Storage also enables Ontario distributors to balance their loads throughout the year and reduce 
their gas costs. This load balancing makes it possible for the pipeline system from Western 
Canada to operate efficiently. 

Gas may not be injected into any geological formation unless it is a designated gas storage 
area. The Board recommends to the Lieutenant Governor in Council areas that are suitable for 
designation, and may authorize their use, after approval by the Lieutenant Governor in Council. 
The Board also determines the compensation payable to the owners of land where the storage 
pools are situated, if the parties cannot reach agreement. 


The capacity to store gas 
is vital to the natural gas 
distribution system in 
Ontario. 
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A Centra pipeline under 
construction in summer 1992 
to bring natural gas to the 
community of Beardmore near 


Geraldton in northern Ontario. 


Applications for drilling permits for wells within a designated gas storage area must be 
referred to the Board by the Minister of Natural Resources, whose ministry issues the permits. 
The Board's recommendation in these cases is binding. 

The Board also regulates certain other aspects of drilling or operation of gas or oil wells. 
CHANGES OF UTILITY OWNERSHIP 

Permission of the Lieutenant Governor in Council is required when a utility wishes to sell 
its assets or amalgamate with another utility. Approval of the Lieutenant Governor in Council 
is also necessary when any person wishes to acquire shares of a utility that will result in owner- 
ship by that person of more than 20 per cent of any class of shares. The Lieutenant Governor 
in Council refers such changes in ownership of utilities to the Board for a hearing and report. 
COMPLIANCE WITH UNDERTAKINGS 

As a condition of approval of a sale or amalgamation, the Lieutenant Governor in Council 
may require the utility to enter into specific undertakings, such as commitments to maintain 
financial integrity. 

Occasionally, a utility will request an exemption from an undertaking so it can proceed 
with a specific transaction. The Board determines whether a hearing is required, assesses the 
merits of the application and, if the application is approved, may attach conditions to the 


approval. 


BOARD STRUCTURE AND RESOURCES 


Re TO THE MINISTER OF ENVIRONMENT AND ENERGY, 
THE OEB IS A REGULATORY AGENCY OF THE ONTARIO GOV- 
ERNMENT. THE BOARD IS SUBJECT TO THE ADMINISTRATIVE POLICIES 
ESTABLISHED BY THE GOVERNMENT THROUGH MANAGEMENT BOARD 


OF CABINET. 


LEGAL AUTHORITY 

Most of the OEBS responsibilities are established by the Ontario Energy Board Act. In addition, 
six other statutes give jurisdiction to the Board: the Municipal Franchises Act, the Petroleum Resources 
Act, the Public Utilities Act, the Assessment Act, the Toronto District Heating Corporation Act and the 
Intervenor Funding Project Act. 

The procedures of the Board, as an administrative tribunal, are governed by the Statutory Powers 
Procedure Act. The OEB also follows its own Draft Rules of Practice and Procedure. 
REASSESSING THE REGULATORY FRAMEWORK 

The nature of public utilities changes along with the economic and social environment. This 
year the Board began a major review of the Ontario Energy Board Act, which has been in place for 
almost 30 years. 

A committee of Board members and staff was established to spearhead this task, with teams 
formed to review various sections of the Act. Based on these efforts, the Board will make recommen- 
dations to the Minister of Environment and Energy for updating the legislation. 

The OEBS Draft Rules of Practice and Procedure, which have shaped the hearing process for the 
past four years, are also being re-examined. In 1992-93 we began an in-depth review of these rules in 
the light of past experience and emerging needs. 

In addition, the Board is actively participating in a committee of the Society of Ontario 
Adjudicators and Regulators on revisions to the Statutory Powers Procedure Act. The committee plans 
to submit recommendations to the Attomey General. 

HUMAN RESOURCES 

The OEB is comprised of nine full-time members, including the Chair and Vice-Chair, plus two 
part-time members. The Board normally sits in three-member panels to hear cases. 

Board members are appointed by the Lieutenant Governor in Council for terms of up to three 
years, upon the recommendation of the Minister of Environment and Energy in consultation with the 
OEB Chair. The Board is a multi-disciplinary group, with economists, lawyers, engineers, accoun- 
tants and business people bringing diverse perspectives to its work. 

The OEB operated with an approved employee complement of 38 this year, in addition to the 
Board members. 

The Board has 13 technical staff, who take part in hearings. They are responsible for completing 
the public record, that is, ensuring the Board has enough evidence to make a decision. 

Technical staff also act in the public interest by recommending how the Board should resolve the 
issues examined during the proceeding. They develop several options balancing the interests of the 
parties, and usually indicate a preferred alternative. When not involved in a hearing, technical staff 
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The OEB has begun a major 
review of the Ontario Energy 
Board Act, in place for almost 
30 years.. 


are available to provide assistance to the Board on matters which are not the subject of a proceeding. 
All recommendations by technical staff are on the public record. 

The Board receives technical support and advice from two expert advisors. These advisors do not 
participate in the hearings, and are therefore available to assist the Board throughout the hearing and 
decision-making process. They also provide briefings on a number of subjects, such as industry trends, 
ona continuing basis. 

The Boards Energy Returns Officer (ERO) monitors the financial performance of the gas utilities 
on an ongoing and confidential basis. If a utilitys earnings appear to be out of line with its allowed 
rate of return, the ERO may conduct a special investigation. The outcome could lead the Board to 
conduct a public review of a utility’s earnings and, if necessary, it could lead to a change in rates. 

The Board Secretary is responsible for seeing that the logistics of hearings proceed smoothly 
and is the guardian of all official Board records. The Board Solicitor provides legal advice to Board 

_ members and staff and acts as the assessment officer in the cost awards process. The Administrative 
Support Group provides management services in the financial, human resources and facilities areas, 
as well as information systems support and office services. 
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SECRETARIES 
E.P Trajkov 
N.E. Woodall 
M.E. Connor 
K.A. John 


C.W. Wong 


RECEPTIONIST 


E Lafond 


SYSTEMS ANALYST 
G. Mayer-Powell 


FINANCIAL REPORT 

The Ontario Energy Board Act authorizes the Board to recover its costs by assessing the utilities 
involved in hearings and related activities. Following a hearing, the Board issues a cost order to the 
utility concerned. The amount to be paid to the Board includes out-of-pocket and direct expenses 
attributable to the specific hearing, as well as a contribution towards the Boards fixed costs, including 
overhead and payroll. 

In 1992-93 the Board introduced a policy of recovering 100 per cent of its costs from the utili- 
ties, an increase from 85 per cent recovered the previous year. This means the full cost of the Board's 
operations will be recouped in due course from cost orders to utilities, with no burden on the Ontario 
government. 

As the table shows, the Board underspent its printed estimates by $1,604,405 in 1992-93. There 
were two principal reasons for the underspending. First, government expenditure control measures 
accounted for $742,840 — including payroll constraints of $306,008 and a positive variance in the 
public hearings budget due to a less than expected volume of hearings. Second, efficiency measures 
such as alternative dispute resolution, a two-year test period and use of in-house counsel led to cost 
reductions of $861,565. 


OEB SPENDING ANALYSIS — 1992-93 


Standard Account Estimates Actual Underspending 
Salaries & Wages $2,771,000 $2,527,739 $243,261 
Employee Benefits 503,400 440.653 62,747 
Transportation @ Communications 306,800 170,259 136,541 
Services PAW) 1,256,345 917,155 
Supplies & Equipment 401,400 156,699 244,701 
TOTAL $6,156,100 $4,551,695 $1,604,405 


The full cost of the Board’ 
operations will be recouped 
from the utilities, with no burden 
on the Ontario government. 


1992-93 HIGHLIGHTS 
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In 1993 the Board introduced 
new policies and procedures for 


cost awards. 
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FOSTERING ACCESS AND PARTICIPATION 


INCE ENERGY PRODUCTION AND USE HAVE A WIDE IMPACT, THE 
BOARD’S ACTIVITIES AFFECT A VARIETY OF INTEREST GROUPS. 
INTERVENORS IN OUR PROCEEDINGS RANGE FROM CONSUMER AND 
ENVIRONMENTAL ORGANIZATIONS TO MARKETERS, SUPPLIERS AND 


LANDOWNERS. 


Parties appearing before the Board in 1992-93 are listed in the "Public Participation" sec- 
tion at the back of this annual report. 
INTERVENOR FUNDING PROJECT ACT 

For many years participation in tribunal proceedings in Ontario was largely confined to 
profit-driven special-interest groups, who could afford to finance their involvement. To sup- 
port the participation of public-interest groups, the government introduced the Intervenor 
Funding Project Act, which took effect on April 1, 1989 as a three-year pilot project. 

The Act establishes a procedure to provide advance funding to intervenors before a number 
of boards, including the Ontario Energy Board. The funds are used to cover the costs of lawyers, 
expert consultants and administrative expenses. 

By making funds available before the hearing, the Act enables parties to intervene who would 
otherwise be financially unable to participate. As a result, not-for-profit, cause-driven representa- 
tion by environmental and consumer groups has become a regular occurrence before the OEB. 

Prior to the Intervenor Funding Project Act, the OEB and other boards had jurisdiction to 
award costs only at the conclusion of a proceeding. This power remains in force. Any intervenor 
funds provided before a proceeding are, of course, deducted from the amount payable at the end. 

The Board holds a special hearing for each proceeding to rule on applications for advance inter- 
venor funding. The Board considers the relevance of the issues the group intends to raise at the 
hearing, as well as the group’ ability to finance itself and represent the public interest. The funding 
hearing is held before a single Board member who is not involved in the actual proceeding. 

Under the Act this year the Board awarded $740,110 to 22 intervenors, including 
Pollution Probe, Energy Probe, the Consumers Association of Canada (Ontario) and the 
Ontario Coalition Against Poverty among others. 

With the scheduled sunset date approaching, the government decided to continue the 
intervenor-funding legislation for an additional four years. The new expiry date is April 1, 
1996. During this period the government will be considering amendments that have been pro- 
posed to the legislation. 

NEW Cost AWARD PRACTICES 

As mentioned, the OEB also has authority to award costs to the intervenors at the conclu- 
sion of a proceeding. In January 1993 the Board introduced new policies and procedures for 
cost awards. 

Under the new approach, at the end of a proceeding, the Board determines the percentage 
of each intervenor's expenses to be reimbursed. Intervenors have an opportunity to receive 100 
per cent of their reasonably incurred costs, provided that in the Board's opinion they participate 


responsibly and contribute to the Board’s understanding of the issues. Under the old system, 
intervenors usually received only 70 to 85 per cent of their costs. 

Intervenors submit cost statements in accordance with the OEB’s cost assessment guide- 
lines, within two weeks of applying for an award. The cost statements are reviewed for reason- 
ableness by the Board assessment officer, who makes a recommendation on the exact amount to 
be reimbursed. The Board makes the final award. 

The accelerated timetable for filing cost statements, coupled with the improvements in the 
Board's processing of awards, means intervenors receive their funds much more quickly. By year- 
end the Board had cut the average time from hearing to cost order by eight weeks. 

During the 1992-93 fiscal year, the Board issued 52 intervenor cost orders at the conclusion 
of 12 proceedings. The amounts awarded totalled $1,281,333. Several cost award applications 
were under review and remained outstanding at the close of the fiscal year. 

OUTREACH 

Better communications with our client groups ranked as a priority this year. 

Senior staff of the Board continued to meet regularly with representatives of the Ontario 
Natural Gas Association (ONGA), which includes the three major gas utilities. The focus of this 
committee has been on improving the cost-effectiveness of the regulatory process. 

To keep utilities, intervenors and interested groups up to date on the progress of rate appli- 
cations and other Board cases and activities, we launched the Regulatory Agenda newsletter. This 
year nine issues were published reaching a circulation of 48 interested parties. 

We also embarked on a project to rewrite all our forms in plain language, and we began 
including executive summaries as part of Board decisions for the convenience of readers. 


ADVANCE INTERVENOR FUNDING AWARDS —- 1992-93 


Case File Proponent Number of Number of Amounts Amounts 
Type Number Applicant Applications Successful Requested § Awarded 
Applications 
Natural Gas Rates Applications 
EBRO 476 Union 3 2 $ 98,819 $50,867 
EBRO 479 Consumers Gas 3 1 $183,029 $22,779 
Rate Reference from the Minister of Energy 
HR pI Ontario Hydro ri i $534,341 $298,477 
Generic Hearing on Gas Integrated Resource Planning 
EBO 169-II Consumers Gas 7 6 $260,551 $158,386 
Union 
Centra 
EBO 169-III | Consumers Gas 6 5) $217,660 $159,549 
Union 
Centra 


Pipeline Construction and Expropriations 
EBLOM A Union 1 1 $106,483 $50,052 
TOTALS 27 22 $1,400,882 $740,110 
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The Board encourages settlement 
processes to reduce the length 
and complexity of hearings. 
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IMPROVING PROCEDURES 


HROUGH CONSULTATION AND COOPERATIVE EFFORT WITH THE 
UTILITIES AND OTHER PARTIES, THE BOARD HAS BEEN TESTING 
NEW PROCEDURES THAT HOLD THE POTENTIAL TO MAKE THE HEAR- 


ING PROCESS MORE EFFICIENT AND EFFECTIVE. 


As noted, the Board maintains an ongoing committee with the Ontario Natural Gas 
Association (ONGA), which represents the three major utilities. Through consultation with 
this OEB/ONGA forum, the Board has introduced a number of innovative measures to smooth 
the regulatory process. These initiatives include alternative dispute resolution (ADR), two-year 
test periods and undertaking-compliance guidelines. 

Proposals to improve regulatory efficiency are initiated by the Board, its staff or the utility 
representatives. Final Board approval is required for a proposal to be accepted as standard 
operating procedure at the OEB. 

SETTLEMENT PROCESSES/ALTERNATIVE DISPUTE RESOLUTION 

The Board this year continued to encourage settlement processes or alternative dispute 
resolution to reduce the length and complexity of hearings. 

Our hearing on the demand-side aspects of gas integrated resource planning illustrates the 
ADR settlement concept. To facilitate the proceedings, we held two technical conferences to clarify 
the issues and consolidate the positions of the parties. 

At the first meeting the parties stated their positions and discussed the issues. Board tech- 
nical staff then prepared preliminary consensus positions combining the parties’ views and cir- 
culated the document for comments. These consensus positions were finalized through 
further consultation at the second technical conference. This process led to a more focused 
examination of the issues at the formal proceeding. 

An ADR or settlement process was also implemented in the Consumers Gas main rates 
application for fiscal 1993 and the Union main rates application for fiscal 1993 and 1994. In all 
these cases, the Board arranged ADR meetings prior to the formal proceedings to foster consen- 
sus on as many issues as possible. At these informal meetings, settlement agreements were 
reached by such diverse parties as the Consumers’ Association of Canada (Ontario), Pollution 
Probe, Energy Probe, the Ontario Coalition Against Poverty, the Industrial Gas Users 
Association and the utilities. 

The Board found the outcome of ADR encouraging, as it appeared that expensive hearing 
time had been saved. However, we stressed that negotiation cannot supplant Board decision- 
making. Under legislation, the Board's findings must be based on its own assessment of the evi- 
dence. The fact that parties have reached settlement positions is not in itself sufficient grounds 
for the Board to endorse these positions. 

TWO-YEAR TEST PERIOD 

Traditionally, the Board sets rates one year at a time. In 1992-93 we continued to experi- 
ment with ways of streamlining the regulatory process by setting rates for one year on an inter- 
im basis and finalizing those rates at the same time as the rates for the following year. The 
objective is to save some of the time and resources expended in two full rate proceedings. 


This modified two-year test period was adopted in the latest Union Gas main rates applica- 
tion, which covered both fiscal 1993 and fiscal 1994. The Board established interim rates for 
1993 in a limited proceeding and held a second hearing a year later to finalize rates for both 
1993 and 1994. 

GUIDELINES ON UNDERTAKING COMPLIANCE 

Each utility and its associated parent company have agreed with the Lieutenant Governor in 
Council to follow certain general operational guidelines. Utilities occasionally seek exemptions 
from these undertakings. For example, a company might need an exemption to accept a tender 
from an affiliate or to invest in a non-regulated activity. 

This year, the Board introduced guidelines on undertaking compliance to create a better 
understanding of what is expected in this area and to provide for a review of relevant transac- 
tions. The Board will also review certain of these transactions to determine whether an on-going 
exemption should be approved and whether conditions should apply. On-going conditional 
approvals will enable the Board to reduce the cost of processing specific transactions, and permit 
the utilities to engage in approved activities on a more timely basis. 

OTHER REFORMS 

We are revamping our system for monitoring the financial performance of gas utilities, and 
have made significant progress with this initiative during the year. Under the new system com- 
panies will report less, but more relevant, information to our Energy Returns Officer. More 
emphasis will be placed on the projected financial outlook, to augment year-to-date results. 

In addition, we moved ahead with the first major reform since the mid-’60s of the uniform 
system of accounts, used by gas utilities to present their financial information. The series of 
accounting classifications prescribed by the Board needs an overhaul to reflect changes in 
accounting practice, income tax rules and the structure of the industry. 

In the mid-80s the Board developed an economic feasibility test to determine if utility sys- 
tem extensions — such as pipeline projects — were economically viable. This year Board staff con- 
sulted with various groups to fine-tune the specific methodologies employed. 
Recommendations will be presented to the Board in 1993-94. 
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“eorice OF APPLICATION 


INTERVENTION 


> ~ly reference from ves, Gover 
in Council or Mi inister ; 
= on caus own motion. 


> toall interested ee ade & publi- 
cation. 


> notice of intent and reasons for partici 
tion in hearing by parties, known as 
intervenors. 


PRE-HEARING DOCUMENTA- 

TION 

> evidence filed by applicant prior to 
hearing 

> Board staff and intervenors can request 
more information and file their own evi- 
dence. 


INTERVENOR FUNDING 

HEARING 

~ hearing on applications for advance 
funding by intervenors 


PR-HEARING MEETINGS 

> technical conferences to clarify the evi- 
dence 

> issues meeting to determine the issues 
to be covered 

~ settlement conferences to negotiate 
issues prior to hearing. 


HEARING OF EVIDENCE 

> witness panels presented by applicant, 
Board staff or intervenors 

> cross-examination by utility, Board staff 
or intervenors 

> written and oral argument by each party. 


BOARD DECISION/REPORT 
> summarizes issues and arguments 
~ makes findings or recommendations. 


BOARD ORDER 
~ binding direction to implement Board 
decision. 
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ADMINISTRATIVE JUSTICE COMMUNITY 


HE ONTARIO ENERGY BOARD IS ONE OF 84 REGULATORY 
AND ADJUDICATIVE BODIES IN ONTARIO. WE ARE ACTIVE IN 
THE ADMINISTRATIVE-TRIBUNAL COMMUNITY PROVINCIALLY, 


NATIONALLY AND INTERNATIONALLY. 


ONTARIO ACTIVITIES 

In 1992-93 the Ontario government began an agency program review, part of a broader effort to 
review the efficiency and effectiveness of all government programs. The first stage of this review of 
agencies, boards and commissions was overseen by a steering committee, which created five task 
forces. The OEB was pleased to make a contribution to the review through participation on the various 
task forces. 

The results were presented to Management Board, and initial recommendations for restructuring 
the agency system have been approved in principle by Cabinet. The next stage of the review and pro- 
posals for implementation will begin in the 1993-94 fiscal year. 

The OEB participates in the Society of Ontario Adjudicators and Regulators (SOAR), which 
includes agency chairs, members and executive staff. The OEB Chair is Secretary of SOAR’ Circle of 
Chairs section. In addition, OEB staff helped organize the annual Conference of Ontario Boards and 
Agencies, held in the fall of 1992. 

NATIONAL SCENE 

At the national level, we are involved in the Canadian Association of Members of Public Utility 
Tribunals (CAMPUT), comprised of members of federal and provincial public utility tribunals, mainly 
in the energy and telecommunications fields. The OEB Chair is chair of CAMPUTs Energy Committee 
and a member of the Executive Committee. 

The OEB Chair is also serving as co-chair of the 1993 conference of the Canadian Council of 
Administrative Tribunals (CCAT), an organization of federal, provincial and territorial agencies, boards 
and commissions. 

INTERNATIONAL LINKS 

The Ontario Energy Board has observer status on the National Association of 
Regulatory Utility Commissioners in the United States (NARUC). A number of Board 
members and staff participate in various NARUC committees and subcommittees. 


STREAMLINING OPERATIONS 


The OEB is moving towards the "paperless hearing" through an electronic data interchange ~ 


project. This is a multi-year effort to: 

* automate hearing rooms through such steps as on-line viewing of evidence; 

* enable electronic communication between the Board and the parties to a hearing — including 
electronic mail and electronic filing of evidence; and 

+ provide on-line access to key Board documents and information for utilities, intervenors and 
the public. 

The goal is to make the hearing process more efficient, and also to preserve the environ- 
ment by reducing the need for paper. 

Heading in this direction in 1992-93, we continued to implement a major computerized 
full-text storage and retrieval system. As part of the system, we are building a textbase of infor- 
mation from OEB decisions, reports, transcripts and other official documents. During the year 
we completed an inventory of core documents to be translated to the new electronic format. 

When operational, this public database will facilitate research by industry, intervenors and 
Board staff. Users will be able to do sophisticated "concept" searches as well as the simpler word 
searches now possible. 
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The worlds first triple compressor unit 
powered by a single jet engine was 
commissioned this year at the Union Gas 
Dawn operations site. 


An exhibit mounted by Ontario Hydro at 
the Metro Toronto Convention Centre 
encourages visitors to “Be a Power Saver”. 
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REGULATORY AGENDA 


GAS INTEGRATED RESOURCE PLANNING EXAMINED 

Jurisdictions across North America are searching for ways to reconcile the need for energy 
with the economic cost and environmental impact of energy production and use. Integrated 
Resource Planning (IRP) is an emerging potential solution. 

Traditionally, growing energy needs have been met simply by expanding the supply sys- 
tem — in the case of natural gas, by drilling more wells, developing more storage areas and 
building more pipelines. IRP, however, involves a broader perspective. It calls for meeting the 
expected demand for energy services from the least costly mix of demand-side as well as sup- 
ply-side measures. Demand-side measures (DSM) include energy efficiency through the use of 
high-efficiency furnaces and appliances, for example, and load management to reduce con- 
sumption at expensive peak periods. 

In the IRP concept, the planning process integrates demand-side and supply-side 
resources. The principal goal is to achieve the lowest-cost energy option for the utility and the 
consumer while recognizing environmental issues. 

The OEB issued a discussion paper on integrated resource planning for natural gas utili- 
ties in September 1991, and intervenors including the three main gas utilities and consumer, 
environmental and aboriginal groups filed submissions. After consulting with the parties, the 
Board decided to take a building-block approach to IRP Demand-side management issues 
were investigated first. Later the Board will move on to supply-side issues and then the inte- 
gration of all aspects of IRP. 

Two technical conferences on DSM issues — in August and September 1992 — offered a 
forum to share information and develop consensus positions among the parties. An oral hear- 
ing on DSM issues ran from November 9 to December 4, 1992 and the Board was deliberating 
as the fiscal year ended. The Board’s aim is to provide guidelines to assist Ontario gas utilities 
as they set about instituting formal DSM programs. 

Generic hearing: EBO 169, 169-II, 169-III 


HYDRO’S BULK POWER RATES REVIEWED 

In April 1992 the Minister of Energy referred Ontario Hydro’ bulk power rate proposal to the 
OEB. Hydro proposed an average rate increase effective January 1, 1993, of 8.6 per cent to meet a 
forecast revenue requirement of $9,017 million, which represented an increase of $796 million over 
the 1992 budget. The proposed 8.6 per cent rate increase was expected to generate a net income of 
$318 million, which was $254 million short of Hydro’ statutory debt retirement level of $572 mil- 
lion. 

In June 1992 Hydro filed its final updated evidence, which identified a revenue requirement of 
$8,936 million, and a drop in expected net income from $318 million to $269 million for fiscal 1993. 
Based on the updated financial outlook, Hydro would require a rate increase of 14.5 per cent to 
obtain the target net income of $759 million it had set for 1993, a 12.4 per cent rate increase to gener- 
ate sufficient income to meet its statutory debt retirement level, and a 9.2 per cent rate increase to 
maintain its net income at $318 million as originally proposed. 

The Board’ report, issued in August 1992, contained 18 recommendations, seven of which con- 
cerned Hydro’ revenue requirement. The Board recommended that Hydro hold its rate increase at 


7.9 per cent — mainly through changes to its long-term interest-rate forecast, revising the forecast for in- 
service dates of the new Darlington facilities, and a reduction in Hydro’ operating and maintenance 
budget. 

The Boards recommendations would produce a net income of $420 million. In combination with a 
$140 million withdrawal from Hydro reserve for stabilization of rates and contingencies, this net income 
figure would meet the adjusted statutory debt retirement level of $560 million. 

The Board made a further 11 recommendations regarding Hydro’ operations. 

One recommendation was that in the next reference (HR 22) the Minister include a direction for 
the Board to review the cost-effectiveness of the programs in Hydro’ overall energy management plan. 
This plan supports demand-side measures including energy conservation and energy efficiency. 

The Board stated that Hydro should make resources available for the evaluation and monitoring of 
energy management programs. We also called on Hydro to increase its fuel substitution program efforts - 
to encourage electricity customers to switch to cheaper fuels — as much as possible. 

With respect to non-utility generation, that is, power production by privately-owned facilities, the 
Board recommended that Hydro establish a set of goals to foster small environmentally friendly and 
socially preferred projects. Hydro should no longer provide financial assistance for the development of 
other non-utility generation projects during this period of overcapacity. 

The Board further recommended that the Minister introduce changes to section 24 of the Power 
Corporation Act to ensure that its pension fund provisions are consistent with the Pension Benefits Act, 
in particular with regard to the constraints on Hydro’ use of any surplus in its pension fund. The 
Board also recommended that Hydro should strive to achieve real and permanent reductions in its 
operating and maintenance program costs. 

In addition, we called on Hydro to reduce its total compensation levels and bring them more in 
line with levels paid at other comparable corporations. The Board's review of executive compensation 
matters concluded that the compensation for the top executives at Hydro was not excessive, and that 


the salaries of the Chair and President were below those of the comparison groups examined. 
AR 21. 
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Ontario Hydro’s Darlington 
nuclear generating station. 


Consumers Gas has produced a 
home energy management guide 
and video to help consumers use 
energy more efficiently. 
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NATURAL GAS RATES HEARINGS 
CONSUMERS GAS INTERIM RATES 

Consumers Gas applied to the Board in June 1992 to vary the EBRO 473 Order, which 
established final rates for the Consumers Gas fiscal year ending September 30, 1992. 
Consumers Gas requested the vary order to reflect an agreement with its major Canadian gas 
supplier, Western Gas Marketing Limited, to decrease the price of long-term gas supplies from 
$1.91 to $1.70 per gigajoule for the period from July 1, 1992 to November 1, 1993. 

This agreement was expected to yield total gas savings for the 1992 fiscal year of approxi- 
mately $15 million. A condition precedent to the agreement was that the lower gas price was 
to be reflected in the calculation of the reference price at which Consumers Gas purchases gas 
under buy/sell arrangements. 

The Board approved the gas-cost consequences of the agreement. 

EBRO 473-A (Oral Decision August 21, 1992 — Written Reasons for Decision November 12, 1992). 


CONSUMERS GAS MAIN RATES 

~ Consumers Gas applied to the Board in March 1992 for a rate increase for the 1993 fiscal 
year, beginning October 1, 1992. The financial data supporting the request is outlined in the 
following summary table. 

One element of the application was a request for the Board to approve the gas-cost conse- 
quences of the second part of an agreement with Western Gas Marketing Limited (WGML) to 
restructure the existing long-term supply contract with Consumers Gas. The restructured con- 
tract provided for a decrease in the average price of gas from $1.70 to $1.59 per gigajoule effec- 
tive November 1, 1992. 

The Board declared the Consumers Gas rates to be interim effective October 1, 1992. Ina 
partial decision with reasons, the Board rejected the gas-cost consequences of the restructured 
contract agreement. The Board concluded that the proposed changes would significantly con- 
travene rate-making principles and could lead to undesirable long-term consequences. The 
Board found that the $1.70 per gigajoule was a reasonable price for WGML supplies in the 
1993 fiscal year, in accordance with the original long-term contract between the parties. 


CONSUMERS GAS: SUMMARY OF FINANCIAL DATA FISCAL 1993 


Requested Allowed 
Million 
Rate Base 2078.7 2069.5 
Utility Income 202.4 ANSI 
Gross Revenue Deficiency 58.9 26.0 
Percentage 

Indicated Rate of Return O74 10.15 
Required Rate of Return ti 10.86 
Common Equity Ratio 32.58 35.00 
Rate of Return on Common Equity eer es: 1230 


EBRO 479 (Partial Decision with Reasons November 12, 1992 — Final Decision with Reasons March 3, 1993). 


CENTRA MAIN RATES 

In July 1991 Centra submitted an application to the Board requesting an increase in rates 
for the 1992 fiscal year (beginning January 1), based on a revenue deficiency of $32.5 million. 
After the original filing, Centra renegotiated a gas price of $1.98 per gigajoule with Western Gas 
Marketing Limited, and amended its evidence to reflect this lower gas price and other changes to 
its capital structure and rate of return. 

The financial highlights of the Board's decision appear in the chart below. The Board also 
approved the gas-cost consequences of the renegotiated gas price of $1.98 per gigajoule. 


CENTRA: SUMMARY OF FINANCIAL DATA FISCAL 1992 


Requested $ Milion Allowed 
Rate Base 512.0 Sis 
Utility Income Det 52.6 
Gross Revenue Deficiency 199) 14.0 

Percentage 

Indicated Rate of Return 10.18 10.29 
Required Rate of Return 12.38 11.84 
Common Equity Ratio 38.00 36.00 
Rate of Return on Common Equity 14.50 13.50 


EBRO 474 (Decision April 22, 1992). 


CENTRA INTERIM RATES 

Centra filed an amended notice of motion in October 1992 for Board approval of the gas- 
cost consequences of an agreement with Western Gas Marketing Limited (WGML) for the peri- 
od commencing November 1, 1992. The agreement provided for a restructuring of the existing 
contract for long-term gas supply and a decrease in the average commodity cost to $1.57 per 
gigajoule, while including a $0.20 per gigajoule charge for the reservation of long-term supply 
for two thirds of the contracted volume. If the Board did not approve the restructured agree- 
ment, the long-term gas supply would be at a fallback price of $1.98 per gigajoule. 

In its interim decision the Board rejected the gas costs arising from the proposed restructur- 
ing, as the changes would alter the current rate structure and would be contrary to current rate- 
making principles. Furthermore, the Board refused to allow into rates the gas-cost 
consequences flowing from the fallback price of $1.98 per gigajoule. 

The Board stated that it expected Centra to reopen negotiations with WGML at the earliest 
opportunity, and to file an amendment to the motion incorporating the results of the negotia- 
tions. Pending the filing of the amendment, the Board declared that the existing interim gas 
rates would continue. 

In March 1993 Centra filed an amendment incorporating the results of the negotiations. 
The Board had not heard the case as of the end of the OEB fiscal year. 

EBRO 474-A (Interim Decision January 11, 1993). 
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A Centra employee inspects a 


natural gas forced-air furnace. 
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CARDINAL POWER SPECIAL RATES 

In February 1992 Cardinal Power filed a series of applications (EBLO 242 et al.) for 
authority to construct a pipeline bypassing Centra’s gas distribution network, and running 
from the TransCanada PipeLines system to the proposed Cardinal cogeneration plant. The 
plant would use natural gas as a fuel to produce both electricity and steam. 

Prior to the hearing of these applications, Cardinal reached an agreement with Centra for a 
bypass-competitive rate, with the understanding that Centra would therefore construct and oper- 
ate the pipeline if the Board approved the negotiated rate. Cardinal then requested that its earlier 
applications be held in abeyance, and in August 1992 filed an amended application for the Board's 
approval of a bypass-competitive rate on Centra’s system of $4.80 per thousand cubic metres. 

The hearing was held in February 1993 with the Board’s decision outstanding at year end. 
EBRO 477. 


UNION GAS MAIN RATES 

In September 1991 Union submitted an application to the Board for the purpose of setting 
rates for the sale, distribution, transmission and storage of gas for the 1993 and 1994 fiscal 
years. The Board heard evidence and established interim rates for Union's 1993 fiscal year com- 
mencing April 1, 1992. A second hearing was planned to finalize rates for both fiscal years in 
early 1993. 

In October 1992 Union filed evidence supporting its fiscal 1994 rate proposal, in addition 
to updated fiscal 1993 evidence. Union proposed to keep its final 1993 rates at the interim lev- 
els, and to rebate the resulting forecast revenue sufficiency of $2.332 million to customers. 

Union's evidence for fiscal year 1994 indicated a revenue deficiency of $32.899 million. 
The company asked for a return on equity of 13.75 per cent, an equity component of 29 per 
cent and a proposed rate base of $1.814 billion. 

The second hearing was held in February 1993 but the Board's decision had not been 
issued by the close of the OEB fiscal year. 

EBRO 476. 


UNION GAS INTERIM RATES 

In June 1992 Union filed a notice of motion for Board approval, on an interim basis, of the 
gas-cost consequences of a renegotiation and restructuring of some of its gas supply contracts. 
Union had negotiated a reduction in the price under its contract with Western Gas Marketing 
Limited from $1.92 to $1.70 per gigajoule, and had also negotiated price reductions in seven of 
its other long-term gas supply contracts. The estimated impact of the price reductions in the 
period from July 1, 1992 to April 1, 1993 was approximately $45 million. 

The Board approved the gas-cost consequences of the renegotiated arrangements, with 
new gas sales rates effective September 1, 1992. 
EBRO 476-02 (Oral Decision July 31, 1992 — Written Reasons September 11, 1992). 


UNION GAS AND DoW CHEMICAL CANADA JOINT VENTURE 
-SPECIAL RATES 

Union Gas and Dow Chemical formed a joint venture in early 1991 for the purpose of 
developing and operating the Dow Block "A" Storage Pool in Sarnia. In March 1992 Union and 
Dow applied together for an order setting the storage rate to be charged for use of the facility. 
The sole customer of the storage pool for the period in question was to be Union Gas. 

In its decision, the Board reduced the rate base and operating expenses from the request, 
and held that the joint venture’s return on common equity should be 0.75 per cent less than 
Union's return on common equity. At the time of the decision Union’s return on common equity 
was 13.5 per cent on an interim basis, resulting in a return on common equity for the joint ven- 
ture of 12.75 per cent. 

The Board approved an overall rate of return on rate base of 11.45 per cent and an overall 
revenue requirement of $3.938 million for the period from July 15, 1992 to March 31, 1993. 
The Board further decided that the rate for the joint venture should remain interim until the 
Board had rendered its final decision on Union's fiscal 1993 rate of return, and until Union's rate 
for the delivery of gas to the joint venture had been finalized. 

EBRO 478 (Decision November 12, 1992). 


PIPELINE APPLICATIONS 
CONSUMERS GAS — METRO WEST REINFORCEMENT 

Consumers Gas applied to the Board in late 1991 for leave to construct a transmission line 
from the City of Mississauga to a pressure-reduction station to be built at Widdicombe Hill 
Boulevard in the City of Etobicoke. Consumers Gas also applied for leave to construct another 
transmission line continuing from the new pressure-reduction station to St. Clair West and 
Nairn Avenue, including a connection to the utility's existing high-pressure distribution system 


at Martin Grove Road and Eglinton Avenue West. 


Consumers Gas completed 
the Metro West Reinforcement 
project in 1992. 
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The whole project, described as the Metro West reinforcement, was considered necessary 
to maintain pressure on the distribution system in the central Toronto area, while increasing 
capacity and the security of supply. 

At the hearing Consumers Gas amended its application by relocating the proposed pres- 
sure-reduction station, which shortened the required transmission line. The Board approved 
the amended application, granting Consumers Gas permission to construct the proposed facili- 
ties subject to conditions of approval. 

EBLO 241 (Decision June 16, 1992). 


UNION — BRIGHT TO OWEN SOUND PIPELINE 

In September 1991 Union applied for the Board’s approval to construct additional pipeline 
capacity from the existing Bright compressor station to the Owen Sound line valve site on the 
Dawn-Trafalgar transmission system. The project was delayed until summer 1993 to allow for 
the execution of transportation contracts on the transmission system. 

The primary purpose of the new section of pipeline is to provide capacity for forecast con- 
tractual transportation commitments on the Dawn-Trafalgar system, and to meet increased 
demand from customers within Union's franchise area. The Board heard the application in March 
1993 and a decision was pending at year end. 

EBLO 240. 


UNION — BICKFORD-DAWN PIPELINE 

Union applied to the OEB in June 1992 for authorization to construct a pipeline linking the 
compressor station at the Bickford storage pool to the Dawn compressor station. Union also 
applied to build several short gathering pipelines within the boundaries of the storage pool. In 
addition, Union sought a favourable report from the Board to the Minister of Natural Resources 
with respect to permits to drill six new injection/withdrawal wells within the Bickford pool. 

The overall objective of the proposed facilities was to enhance the deliverability of the 
Bickford pool. This would enable Union to reduce its inventory and related carrying costs over 
the summer, in turn providing savings to customers. 

The Board held a hearing in London, Ontario in January 1993. The decision was pending at 
the end of the OEB% fiscal year. 

EBLO 244/EBRM 104. 


OTHER REPORTS 
CONSUMERS GAS AMALGAMATION WITH TECUMSEH 

In February 1992 Consumers Gas filed an application with the Board seeking the permission 
of the Lieutenant Governor in Council for Tecumseh Gas Storage Limited to sell, lease, convey or 
dispose of its entire gas transmission and storage system to Consumers Gas. Consumers Gas and 
Tecumseh also made a joint application for permission to amalgamate their storage operations. 

The Board recommended that the Lieutenant Governor in Council approve the Consumers 
Gas and Tecumseh applications. The Board noted that the OEB and the Lieutenant Governor in 
Council had already determined that Consumers Gas’ operating control of Tecumseh would not 


adversely affect the public interest. Therefore, the Board found that the merger would not have any 
adverse effects on the public interest. The Board stated that any impacts on ratepayers would be 
dealt with in the next Consumers Gas rates case. 

The Lieutenant Governor in Council granted both applications. As of September 30, 1992, 
the assets and operations of Tecumseh were amalgamated into Consumers Gas. 
EBO 173 (June 9, 1992). 


ASSIGNMENT OF BOARD AUTHORITY BY TECUMSEH TO 
CONSUMERS GAS 

Tecumseh and Consumers Gas made a further application to the Board in August 1992, seek- 
ing permission to assign to Consumers Gas all authority previously granted to Tecumseh by the 
Board. As part of the amalgamation, it was necessary to transfer any authorizations to inject, store, 
and remove gas from three designated gas storage areas to Consumers Gas. 

The Board ordered that parties to the proceeding could make written submissions regarding 
the application. The Board's decision in this matter was pending at year end. 
EBO 176. 


UNION — EDYS MILLS POOL 

In March 1992 Union filed a series of applications seeking several approvals from the Board for the 
designation and operation of the Edys Mills Pool as a gas storage area. Union also requested the Boards 
authorization to construct a transmission line and a gathering line system. In June 1992 the Board 
received a reference from the Minister of Natural Resources to review a concurrent application by Union 
for permits to drill three wells into the Edys Mills Pool as part of the gas storage development 
project. 

Once fully developed, the storage pool will provide 58,500 thousand-cubic-metres of working 
capacity. Union stated that the proposed storage facilities were necessary to meet increased storage 
requirements in fiscal 1994, as well as to provide additional security of supply. 

After a hearing in Sarnia, the Board made a favourable recommendation to the Lieutenant 
Governor in Council and the pool was designated as a gas storage area by Ontario regulation 719/93. 
The Board also recommended that the Minister of Natural Resources issue the drilling permits. 

The Board reopened the hearing in December 1992 to hear evidence from Union regarding an 
apparent failure to apply for a permit from the County of Lambton prior to clearing land for the 
compressor station. The Board further directed Union to confirm by letter whether all other 
aspects of Union's evidence had been complied with. Union subsequently provided such a letter. 

In February 1993 the Board issued an order granting Union authorization to inject and leave 
to construct. 

EBO 174/EBLO 243/EBRM 103. 


Ae) 


During the year Union developed the 


Edys Mills gas storage pool. 
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List OF PROCEEDINGS 


The following is a tabular listing of all proceedings arising from applications and references 
received or initiated by the Board during the fiscal year ended March 31, 1993. Also listed are 
proceedings arising in earlier years and dealt with by the Board in the 1992-93 fiscal year. 


CASH PILE 

TYPE NUMBER APPLICANT CASE DESCRIPTION 

Natural Gas Rates Application — 

EBRO  473-A Consumers Gas Interim Rates Application 

EBRO 474 Centra Main Rates Application - Fiscal 1992 

EBRO 474-A Centra Interim Rates Application 

EBRO 476 Union Main Rates Application - Fiscal 1993/1994 

EBRO = 476-02 Union Interim Rates Application 

EBRO 477 Cardinal Power Special Rates Application 

EBRO 478 Union Union and Dow Chemical Canada Joint Venture - 
Special Rates Application 

EBRO 479 Consumers Gas Main Rates Application - Fiscal 1993 


Reference from the Minister of Energy regarding Ontario Hydro 
HR 21 ___ Ontario Hydro Bulk Power Rates Fiscal Year 1993 


Pipeline Construction 


EBLO 240 Union Bright to Owen Sound Pipeline 
EBLO 241 Consumers Gas Metro West Reinforcement 
EBLO 245 Union Bickford - Dawn Pipeline 


Generic Hearing 
EBO 169, 169-II, 169-III_ Ontario Energy Board Gas Integrated Resource Planning 


Other Reports 

EBO 173 Consumers Gas Amalgamation with Tecumseh 

EBO 174/EBLO 243/EBRM 103 Union Edys Mills Storage Pool 

EBOw 1116 Tecumseh Assignment of Board Authority to Consumers Gas 


New Franchises and Certificates of Public Convenience and Necessity 


EBA 660/EBC 201 Centra Township of Atwood 
EBA 661/EBC 202 Centra Township of Dilke 
EBA 662/EBC 203 Centra Township of LaVallee 
EBA 663 Centra Township of Neebring 
EBA _—664 Centra Township of Shuniah 


Franchise Renewals 


EBA 447 amended Centra Township of Alberton 
EBA 629 Centra Village of Frankford 
EBA 630 Union Village of Chatsworth 
EBA 631 Union Township of Egremont 
EBA 632 Union Township of Maryborough 
EBA 633 Union Township of Minto 
EBA 634 Union Township of Peel 

EBA 635 Union Township of Zorra 
EBA 636 Union Town of Hanover 

EBA 637 Union Town of Mount Forest 
EBA 638 Union Town of Palmerston 


CASE PILE 

TYPE NUMBER APPLICANT CASE DESCRIPTION 
Franchise Renewals (cont'd) 

EBA 639 Union County of Middlesex 
EBA 640 Union Village of Arthur 

EBA 641 Union Town of Harriston 

EBA 642 Union County of Brant 

EBA 643 Union County of Perth 

EBA 644 Union Town of Durham 

EBA 645 Union Township of Arthur 
EBA 646 Union Village of Drayton 

EBA 647 Union City of Windsor 

EBA 648 Union Township of Sydenham 
EBA 649 Union Township of Normanby 
EBA 650 Union County of Grey 

EBA 651 Union Township of Sullivan 
EBA 652 Union Township of Bentinck 
EBA 653 Union Township of Holland 
EBA 654 Union Township of Wilmot 
EBA 655 Union Town of Listowel 

EBA 656 Union Township of Southwold 
EBA 657 Union Town of West Luther 
EBA 658 Union Township of Metcalfe 
EBA 659 Union Township of Wallace _ 


Certificates of Public Convenience and Necessity 
111/119 Reopened Natural Resource Gas 


EBC 
EBC 
EBC 


151 amended 
200 


Centra 
Contra 


Township of Southwest Oxford 
Township of Alberton 


‘Village of Frankford 


Pipeline Exemptions 


IAL 


80 


Consumers Gas 


Dixie South Station _ 


Uniform Accounting Orders 


UA 
UA _ 


89 
90 


Consumers Gas 
Centra 


Tax Savings Deferral Account 


Deferral Account of IRP intervention costs 


Approvals under Current Undertakings 


EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 
EBRLG 


28-D 

28-E WITHDRAWN 
034-03 

034-04 

034-05 

034-06 

35-10 

35-11 

35-12 

35-13 


Union 

Union 

Centra 

Centra 

Centra 

Centra 
Consumers Gas 
Consumers Gas 
British Gas 
Consumers Gas 


Gas Tendering Procedures 
Westcoast Energy Inc. 
Employee Loan - $25,000 
Employee Loan - $20,000 
Employee Loan - $25,000 
Westcoast Energy Inc. 
Niagara Gas - Ottawa River Project 
Great West Energy - Gas Purchase 
GW Utilities 

Spot Gas Purchases 
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PUBLIC PARTICIPATION 


The following individuals, organizations and companies appeared before the Ontario Energy Board at least once 


during the 1992-93 fiscal year. 


A.E. Sharp & Associates Ltd. 

A.E. Sharp Limited 

Admic Controls 

Algoma Steel Corporation, Limited 
Association of Major Power Consumers of Ontario 
Bickford Dawn Group 

Board of Education for the City of York 
Boise Cascade Canada Ltd. 

Canadian Association of Energy Service Companies 
Canadian Gas Association 

Canadian Pacific Forest Products 

Cardinal Power L.P. 

Centra Gas Ontario Inc. 

City of Toronto 

Coalition of Environmental Groups for a Sustainable 
Energy Future 

Consumers’ Association of Canada (Ontario) 
Consumers Fight Back Association 
Consumers’ Gas Company Ltd. 

Corporation of the Town of Fort Frances 
Destec Energy Canada 

Direct Energy Marketing Limited 

Domtar Inc. 

Dow Chemical Canada Inc. 

ECNG Inc. 

Energy Probe 

Environmental Assessment Group 

Fair Rental Policy Organization of Ontario 
Gaz Métropolitain, inc. 

Great West Energy Limited 

Independent Power Producers Society of Ontario 
Industrial Gas Users Association 

Lake Superior Power Inc. 

Lang, W. 

Metropolitan Separate School Board 
Municipal Electric Association 

Municipality of Metropolitan Toronto 
Munigas Corporation 

Murphy, C. 

Mutual Gas Association 

Natural Resource Gas Limited 

Nitrochem Inc. 

North Canadian Marketing Inc. 

North Canadian Power 

Northland Power 


Northridge Petroleum Marketing Inc. 
Ontario Coalition Against Poverty 

Ontario Hospital Association 

Ontario Hydro 

Ontario Natural Gas Association 
Ottawa/Carleton Gas Purchase Consortium 
Petro-Canada 

Pollution Probe 

Seaway Valley Farmers Energy Cooperative 
Taxpayers Coalition of Brampton 
Tecumseh Gas Storage Limited 

Toronto District Heating Corporation 
TransCanada PipeLines Limited 

TWG Consulting Inc. 

Unigas Corporation 

Union Gas Limited 

Urban Development Institute of Ontario 
Wade, L. 

Western Gas Marketing Limited 


GLOSSARY 


COMMON Equity RATIO 

The ratio of the common equity to the total capital of a company. 

GIGAJOULE (GJ) 

A measure of energy equal to 1 billion (10%) joules. A typical residential consumer of gas might 
use about 130 gigajoules per year for household heating. 

INDICATED RATE OF RETURN 

The rate of return that a utility earns under a given set of approved rates. 

RATE BASE 

The amount that a utility has invested in assets that are used or are useful in providing service, 
minus accumulated depreciation, plus an allowance for working capital and any other items 
which the Board may determine. Rate base may also be net of accumulated deferred income 
taxes. 

RATE OF RETURN ON COMMON EQuirTy 

Utility income applicable to the common equity component of a utility's total capital, that a utili- 
ty earns or is authorized to earn, expressed as a percentage of the amount of common equity 
approved for inclusion in the utility's capital structure. 

RATE OF RETURN ON RATE BASE 

Utility income, after taxes, that a utility earns or is authorized to earn, expressed as a percentage 
of the rate base. This return is not guaranteed to the utility. Rather, this is the return that the 
company has a reasonable opportunity to earn given forecast conditions. 

REQUIRED RATE OF RETURN 

The rate of return that a utility proposes it needs to earn in order to achieve a reasonable return 
under an assumed set of projected conditions. 

REVENUE DEFICIENCY 

The shortfall between the revenues required to achieve the allowed annual level of earnings pre- 
viously established by the Board and the revenues that will be produced with currently approved 
rates. 

REVENUE REQUIREMENT 

The amount of revenue that a utility must recover through rates to cover its costs of providing 
service. The costs are determined by adding the allowed expenses of the utility to the approved 
return on rate base. 

TEST, YEAR 

A prospective period of twelve consecutive months (usually the company’s next full fiscal year) 
for which projections of revenues, costs, expenses and rate base are submitted to the Board as 
part of a utility’s rates application. 
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